
 
 

 
 

Japan Banks, Insurers Have $2.3 Billion Lehman Risk (Update1)  

By Takahiko Hyuga, Shingo Kawamoto and Komaki Ito 

 

Sept. 17 (Bloomberg) -- Japan's banks and insurers, including Mitsubishi UFJ Financial Group Inc., announced a 
combined 245 billion yen ($2.3 billion) of potential losses tied to the collapse of Lehman Brothers Holdings Inc. 

Banks from Tokyo-based Mitsubishi UFJ, Japan's largest, to Bank of the Ryukyus Ltd., a lender based in Okinawa, 
disclosed assets that might become worthless following Lehman's filing for bankruptcy protection. Mizuho Trust & 
Banking Co. cut its profit forecast by more than half, citing 11.8 billion yen of losses on bonds and loans linked to 
Lehman. 

Japanese bank stocks had their worst drop in four years yesterday in Tokyo. The upheaval on Wall Street that saw 
Lehman fail, Merrill Lynch & Co. sell itself to Bank of America Corp., and American International Group Inc. try to 
raise emergency funds prompted at least one Japanese bank executive to rule out U.S. acquisitions. 

``We won't be investing in U.S. banks under current circumstances,'' Mitsubishi UFJ Chairman Ryosuke 
Tamakoshi said yesterday in an interview in Tokyo. 

Mitsubishi UFJ has about $235 million at risk related to Lehman's collapse, the company said. The total for 37 banks 
was 198 billion yen, compared with a combined 47 billion yen at seven Japanese insurers, according to data compiled 
by Bloomberg based on announcements made by late yesterday. 

Biggest Creditors 

Mizuho Financial Group Inc., Japan's second-largest bank by revenue, may book as much as 20 billion yen of 
losses related to Lehman, spokeswoman Masako Shiono said in an interview. The bank isn't planning to reduce 
earnings forecasts, she said. 

Most of the announced assets tied to Lehman are in the form of bonds or loans. 

The Topix Banks Index shed 8.1 percent yesterday to 222.70, close to a five-year low. It gained 2.1 percent as of 
9:44 a.m. today in Tokyo. 

Lehman's bankruptcy filing listed Japanese banks as some of its biggest creditors with a combined $1.6 billion, led by 
Aozora Bank Ltd. at $463 million. Aozora later said it has the equivalent of $575 million in loans to Lehman. 

The Tokyo-based lender, controlled by Cerberus Capital Management LP, said its actual losses may total $25 million. 

``We expect the net loss to be about $25 million after hedge transactions, collateral and recoveries on 
loans,'' Richard Layton, Aozora's chief financial officer, said in a phone interview. 

`Plenty of Skepticism' 

Aozora fell 3.5 percent in Tokyo trading, after tumbling 16 percent to a record low yesterday. 

``There is plenty of skepticism about the level of disclosure by affected banks,'' said Eiichiro Kuwana, president of 
Greenwich, Connecticut-based Cook Pine Capital LLC. ``Aozora's assertion that it had hedged out a good portion of 
the Lehman exposure was not taken at face value by the market.'' 

Lehman's implosion caps a turbulent year for Japanese banks, which have stumbled as losses on subprime mortgage 
investments mounted and the domestic economy edged closer to a recession. The Topix Banks Index has lost 25 
percent during the past 12 months. 



Some bank executives downplayed the risks posed by Lehman's bankruptcy. 

``There may be some impact, but it should be limited,'' said Resona Holdings Inc. Chairman Eiji Hosoya. Resona, 
Japan's fourth-largest bank, holds 20 billion yen of Lehman debt. The stock rose 5.5 percent, after slumping 13 
percent yesterday. 

Second-Biggest Failure 

New York-based Lehman has operated a Tokyo office since 1974 and employs about 1,300 people in Japan. The firm's 
main units in Japan filed for bankruptcy yesterday in the country's second- biggest corporate collapse. 

Lehman Brothers Japan Inc. and Lehman Brothers Holdings Japan Inc. sought bankruptcy protection in Tokyo District 
Court with about 4 trillion yen in combined liabilities, Teikoku Databank Ltd. said on its Web site. 

Japan's seven largest banks have 252.7 billion yen of combined ``exposure'' to Lehman, compared with 60.5 billion 
yen for regional lenders, Credit Suisse Group analyst Shinichi Ina said in a note to clients yesterday. The former 
group mainly holds loans to Lehman, while the regional banks primarily own its bonds, according to Ina. 

``Major banks have considerable protection in the form of collateral and hedging, so the actual impact is likely to be 
less significant than the stated amounts,'' Ina wrote. Lehman's collapse ``could be rubbing salt into the wounds for 
the regional banking sector.'' 

To contact the reporters on this story: Takahiko Hyuga in Tokyo at thyuga@bloomberg.net; Shingo Kawamoto in 
Tokyo at skawamoto2@bloomberg.net;Komaki Ito in Tokyo at kito@bloomberg.net 

Last Updated: September 16, 2008 21:20 EDT 
 
 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.6
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 2400
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [4000 4000]
  /PageSize [612.000 792.000]
>> setpagedevice


